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The Independent Energy Producers Association (“IEP”) is pleased to offer these comments on the California Air Resources Board’s (CARB) workshop on Including Imported Electricity In a California Cap-and-Trade Program (convened on June 5, 2009).  IEP represents over 20,000 MWs of independently owned generation resources in the west, particularly California and Nevada.  IEP is active in the joint CPUC/CEC efforts to implement AB32 as well as at CARB.  

I. Overview and General Comments
In response to the California Air Resources Board (CARB) workshop on Including Imported Electricity in a California Cap-and-Trade Program, IEP’s comments, as expressed more fully below, relate primarily to these 3 issues: (a) A “common boundary” first jurisdictional approach should be employed, (b) a system similar to WREGIS should be used to track imported power, and (c) the imputed emissions factor for unspecified power should be based on the marginal unit with a regional variation.

II. Specific Comments Regarding Imports.

1. A “Common Boundary” First Jurisdictional Approach Should Be Employed.  In regulating imported power under a First Jurisdictional Approach, a “common boundary” approach is the most effective means for ensuring a liquid and simplified market in which business transactions can occur easily. Under the “common boundary” approach an electricity purchaser/seller has a compliance obligation if it (a) holds title for power crossing into the first WCI jurisdiction and (b) that power is used for consumption in the WCI.
  Essentially, the “common boundary” approach creates a “one stop shop” for regulating emissions from imported power because the electricity deliverer is defined at the first point of entry in the WCI, which doesn’t change regardless of where the power is consumed; thereby, creating fewer points of regulation.  
Given that the “common boundary” approach creates fewer points of regulation by removing duplicative regulation between borders, this approach will aid to facilitate an efficient regional market that is both transparent and administratively simple. In particular, for entities doing business in multiple states, the common boundary approach is preferable fundamentally because it is “common” and does not require power to be regulated from source to sync.   Effectively, the “common boundary” approach assures entities that their power will be regulated at the border, rather than through each state that it crosses.  In addition, it does not require the level of complexity and room for error that a state-by-state method would impose insofar as monitoring line losses, double counting, etc.  

While a “common boundary” approach will require coordinated reciprocal monitoring and enforcement by all WCI partners to be effective; this is not a concern that should thwart the use of a “common boundary” approach.  Innately, the success of a WCI-wide program depends on the coordination of all WCI member states to agree on a common set of rules and standards by which the WCI, as a whole, will operate.  A common framework for evaluating GHG emissions is the purpose of a regional program like the WCI and thus the reciprocal monitoring and enforcement by all WCI partners should eventually be a non-issue once the WCI is up and running. As a result, IEP believes that the “common boundary” approach is the most effective option for ensuring the environmental integrity of a cap-and-trade program while simultaneously ensuring that business transactions can occur with ease.  

2. A System Similar to WREGIS Should Be Used to Track Sources of Imported Power.  In selecting a method for tracking imported power, IEP believes that CARB should consider a process that is accurate, transparent, comprehensive, and administratively simple; namely, a system similar to WREGIS.  Though the system for monitoring imports will be somewhat different than WREGIS in that it will monitor all sources of generation, not just renewables, a WECC-wide WREGIS-like program will be the most effective mechanism to impose for monitoring imports.  Under a system like WREGIS, imports will have a unique serial number that will enable the efficient tracking of power from source to sync.  Effectively, this will be a reputable tracking system that will account for all power and emissions coming into and from the WCI region. 
In contrast, IEP does not recommend the use of NERC E-tags as an effective means to monitor imports.  As IEP understands it, NERC E-tags are used for transmission scheduling, which does not necessarily name a product’s origin.  Accordingly, NERC E-Tags are not sufficient in themselves to provide the certainty that an imports tracking system must encompass.  As a result, a WREGIS-like tracking system will be the most accurate mechanism for ensuring that power is tracked effectively, while at the same time guaranteeing that emissions remain accounted for between power transactions.   
3. An Emissions Factor for Unspecified Power Should be Based on the Marginal Unit with a Regional Variation.  When imputing a default emissions factor for unspecified power, (i.e. electricity that is not linked to a specified generation unit), an emissions factor based on the marginal unit with a regional variation should be used.  The actual imputed emissions of the marginal unit will vary depending on where the power is coming from under a regional variation requirement.  In particular, power that is imported from the Pacific Northwest may have a very different portfolio than power that is imported from the Midwest, and these differences can be taken into account through an imputed emissions approach that varies regionally.  Furthermore, in applying a regional factor to the marginal unit concept, entities will be encouraged to accurately track the source that their power is coming from in order to avoid an imputed emissions factor that may raise their compliance costs.  Also, implementing an emissions factor based on the marginal unit will reduce the potential for “leakage” and provide for a level playing field between obligated entities.   Essentially, IEP views the marginal unit approach with a regional variation to be the most accurate method for employing a default emissions factor that will also avoid the unintended and unfavorable consequences of underreporting actual emissions, and, thereby, fostering “leakage”.  
III. Conclusion.  It is clear that including imported electricity in a California cap-and-trade program is an essential task that must be carried out in order to achieve our overall emission reduction goals.  While mindful of our environmental commitments, we must also be cognizant of a framework that allows business transactions to occur with ease.  In pursuing both of these goals, IEP advocates for a “common boundary” approach in which the environmental integrity of an overall cap-and-trade program is maintained without completely overcomplicating and over-regulating the system.  
IEP thanks CARB for the opportunity to submit these comments on Including Imported Electricity in a California Cap-and-Trade Program.    
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